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On behalf of the more than 100,000 bipartisan members and donors of the American
Association of University Women (AAUW), I write to share AAUW’s comments in
response to the following Employee Benefits Security Administration (EBSA)
proposed rule: “Investment Advice — Participants and Beneficiaries.”

AAUW urges EBSA to adopt the proposed rule, which would implement provisions of
the Pension Protection Act of 2006 that are designed to expand the availability of
investment advice to American workers who participate in pensions plans such as
401(k)’s or Individual Retirement Accounts (IRAs). Over the past several decades,
defined-benefit retirement plan structures have increasingly given way to defined-
contribution plans,* which place increased responsibility on the part of the individual
worker to plan for his or her retirement. The proposed rule would take a number of
steps to ensure that workers are provided with increased accessibility to sound,
impartial investment advice. Implementation of the proposed rule is a necessary
component in the overall effort to achieve retirement security for the American
workforce.

AAUW’s Position on Women and Retirement Security

Since its founding in 1881, the American Association of University Women has been
committed to promoting equity for all women. As part of this effort, AAUW’s 2009-
2011 Public Policy Program advocates “‘strengthening retirement benefits and
programs, including pension improvements and protecting Social Security from
privatization.”2
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In modern times, our nation’s workers have come to rely on a three-legged stool model
for retirement: Social Security, pensions, and savings. The Social Security system, of
course, is more than just a retirement program; across the lifespan, it is one of the most
successful anti-poverty programs in our nation’s history, providing benefits to many
children, disabled workers, surviving spouses, and retirees. Older women especially
benefit greatly from this program, since many depend on Social Security as their
primary source of retirement income. More than half of older women would fall into
poverty without Social Security benefits.

Unfortunately, this traditional model is insufficient for women because pensions and
private savings options are often unavailable or inadequate for women and their
work/life patterns. Women are more likely to suffer financial insecurity in their later
years for many reasons. They earn less than men when working in the same position
and also continue to work in job fields that pay less. Also, women do not spend as
much time in the work force as men do, and women live longer than men on average
and need more resources to support a longer lifespan.

Women who work full time earn on average about 77 cents for every dollar men earn.*
In addition, they only earn about 75 percent of men’s earnings from the time they are
45 to the time they are 64.° The bottom line is that women can’t save money they
haven’t earned. In sum, over the past 40 years, the real median earnings of women
have fallen short by an estimated $700,000 to $2 million. Continuing pay inequity
results in women having fewer savings and lower (if any) pension benefits, leaving
them on an unequal footing in retirement.

Although more women work now than ever before and in a multitude of different
industries and occupations, they are still concentrated in certain fields. Women
working in traditionally female industries actually make 20 to 30 percent less than
those in nontraditional fields which also are more likely to offer retirement benefits.®
In fact, 60 percent of women still work in low-wage positions that often do not offer
pension plans — including clerical, sales, and service jobs.” Even Social Security, the
bedrock of our social safety net, is not without flaws. Women still bear a
disproportionate burden of caregiving responsibilities for families, which takes them
out of tr;e paid workforce throughout their lifespan to care for children and for aging
parents.

Pension plan reform is a critical element in improving retirement security for women.
Among workers offered a 401(k) plan in 2004, the overall participation rate was 41
percent for women and almost 45 percent for men.? According to the Employee
Benefit Research Institute, women’s lower participation rate has to do with the
difference in earnings between men and women.* For example, while fewer than 20
percent of workers earning less than $15,000 per year participate in a 401(k) plan
when offered, almost 70 percent of workers earning $50,000 or more do so."* Because
men, on average, earn more than women, their overall participation rates in 401(k)
plans are higher. However, when wages are held constant, the participation rate for
women is generally equal to or greater than that of men.'? But, many women are in



industries or occupations that do not even include the option of a 401(k) or other
defined contribution plan. For example, women are more than twice as likely to work
on a part-time basis as men.*® This part-time status is a major factor in the lower
overall pension coverage rate for women (36 percent) when compared to men (48
percent)."* In 2004, only 28 percent of women age 65 and older received pension
benefits, versus 45 percent of men.™ Finally, even when women do participate, the
median amount women’s pension income is about half that of men.®

In short, in addition to recognizing the need to take additional steps to strengthen
Social Security, AAUW supports measures that will increase women’s ability and
willingness to participate in alternate forms of retirement programs such as 401(k)’s
and IRAs.

Investment Advice for Participants and Beneficiaries

As of 2007, defined contribution retirement plans covered 60 million active
participants $3 trillion in total holdings.’” Given the ever-increasing importance of
such plans, the ability of participants to seek out and receive sound investment advice
is critical for both workers and their families.

Under the proposed rule, any advisers’ fees must be disclosed to plan participants and
such fees would remain fixed, irrespective of the plan to which a participant ultimately
selects to contribute.*® Furthermore, such fees would no longer include commissions
based on plan recommendations made by an adviser.'® Taken in tandem, the rules
would remove the appearance of bias with respect to investment advice and allow plan
participants to make a selection more firmly on the merits. In the words of Deputy
Secretary of Labor Seth Harris, this rule would “strengthen America’s private
retirement system by ensuring workers get good, objective information.”%

The presentation of objective information to plan participants could also be
accomplished by use of a computer model certified as unbiased.?* A plan fiduciary —
defined as someone independent of the investment adviser or its affiliates — would be
required to select this computer model, which would first undergo an independent
certification process to confirm its unbiased nature.?? This layered approach would be
further enhanced by a new requirement establishing an annual independent auditing
process of all investment advice arrangements.

The Department of Labor estimates that adoption of the proposed rule would cover
more than 83,000 defined contribution pension plans with approximately two million
participants and an additional 13 million plan beneficiaries.*> Also affected would be
16,000 investment advisory firms. In sum, the Department anticipates a net annual
benefit of $6 billion following implementation.*

As described earlier, women are more likely to suffer financial insecurity in their later
years for many reasons. AAUW thus believes that the proposed rules’ emphasis on
greater transparency, unbiased investment advice, and additional plan safeguards will



take important steps towards providing all American workers — particularly women —
with a more solid footing in retirement.

Conclusion

The staggering economic impact of the so-called ‘Great Recession’ starkly reminded
all Americans about the urgent need to save money and plan prudently for their
retirement from the moment they enter the workforce. AAUW believes that the
proposed rules provide a pivotal assist in that effort, and as such strongly urge their
implementation.

If you have any questions, please feel free to contact me at 202-785-7720, or Adam
Zimmerman, regulatory affairs manager, at 202-728-7617. Thank you for the
opportunity to submit comments on these important regulations.

Sincerely,

Lisa M. Maatz
Director, Public Policy and Government Relations
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